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Why a Regional Housing Target?

• SB 375 requires a plan for 
all housing needed to 
meet DEMAND due to 
natural increase, 
employment growth, 
migration and household 
formation

• Housing need must be by 
income category

• Housing DEMAND does 
not consider constraints 
on housing SUPPLY or 
construction
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Projected Development vs Demand

• Long term forecast is 
of projected 
DEVELOPMENT

• Housing need is about 
DEMAND due to 
population and 
employment growth -50,000
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Method for Estimating Demand
1. Estimate demographic 

population growth, as 
determined by natural 
increase;

2. Estimate employment growth;
3. Determine in-migration – 

which is mostly due to 
employment growth;

4. Add in-migration to 
demographic population to 
arrive at total population;

5. Determine “headship or 
household formation” rates;

6. Apply headship rate to total 
population to determine total 
housing need. 
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Employment Assumptions
• Regional models are used to estimate 

long-term employment growth
• An array of data points are used in the 

model as input “assumptions” into the 
model, including:

– Personal consumption
– Investment
– Government Purchases
– Exports 

• In 2009 ABAG reduced its long-term 
forecast by nearly 140,400 jobs for the 
year 2035, compared to earlier 
forecasts

• As we approach the next revision to 
the job forecast, we are again 
expecting a retraction in the region’s 
long-term economic outlook
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Historic Employment Growth
• From 1960 to 1990, 

region experienced an 
average annual 
employment growth 
rate of 5.5 percent. 

• Since 1990, while there 
have been gains in 
employment, growth 
has declined since 2008.

• In 1990, Bay Area had 
3.5 million jobs. Today, 
jobs are estimated at 
3.2 million.

Historic Employmenet Growth
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Long-term Implications of Current Economy

• Recent data suggest 2010 
employment forecast was 
overestimated

• Macro-economic data 
suggests slower recovery 
and slower long term 
growth trend.

• Initial estimates for 2035, 
prior to running model, is 
a reduction of approx. 
200,000 jobs, from 5.1 to 
4.85 million jobs.

• Other economist have 
projected employment to 
be as low as 4.4 million
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Employment Forecast & Long-term Planning

• Accurate forecast 
essential for long-term 
regional planning

• Forecast is prepared 
every two years

• Too high of a forecast 
could over-emphasize 
potential land use 
conflicts

• Too low of a forecast 
could cause insufficient 
amount of housing in 
region and inadequate 
transportation planning
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Headship Rate/Household Formation

• Headship rate is the percent of 
population that are “head of 
household”

• Each head of household 
“forms” a household and 
requires one housing units.

• Headship rates will be 
determined by age and race. 

• Older people form more 
households, therefore, because 
Bay Area’s population is 
significantly aging, more 
households will be formed.
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Next Steps
• Run both demographic 

and economic models to 
produce population and 
job forecast

• Present method for 
estimating Housing Need 
in full at November Board

• Use data from model runs 
to prepare “base case” 
forecast

• Apply housing need 
method to determine 
housing need

• Prepare SCS scenarios
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